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FORTIETH ANNUAL REPORT 


BAYONNE, N. J., March 30, 1921. 


To the Stockholders of 
THE BABCOCK & WILCOX COMPANY: 


The activity in your Company’s business at the close of 1919, reflected 
in the annual report for that year, continued for about eight months of 
1920, as is evidenced by its sales of stationary boilers and their accessories. 
Beginning in September the falling off in sales was marked and most 
abrupt. For the last four months of the year sales were at a rate equal 
to only about one-quarter of that of the earlier period, and since January 
lst have continued at an even lower rate. 

Shipments of stationary boilers for the year have been exceeded in 
only two calendar years in the history of the Company. 

The great decrease in ocean freights, with the resultant removal of 
tonnage from service, has curtailed ship building to such an extent that 
during the past year sales of marine boilers have been considerably less 
than pre-war normal sales. The outlook for 1921 is for somewhat 
improved business, although it does not appear likely that within this 
year it will again reach a normal basis. 

Shipments of marine boilers during the year were of course much 
below those of 1919 and the preceding war years. 

At the time the war began, the Company had contracts with the 
Navy for boilers for 3 battle cruisers, 4 battleships and 2 scout cruisers, 
on which work was set aside by direction of the Navy Department in order 
to hasten the delivery of its war program for 150 destroyers. After the 
armistice a further contract was made for 1 additional battleship and 3 
more scout cruisers. Work on the boilers for the scout cruisers and 
battleships above mentioned has been nearly completed and work on the 
boilers for the battle cruisers is just beginning. 

Settlements have been effected with the Navy Department for all of 
the destroyer boilers ordered during the war, including an adjustment of 
the Company’s expenditures on those cancelled. 

Settlements have been effected for all boilers delivered on orders 
from the Shipping Board, but the Company’s claim for expenditures on 
orders cancelled is still in process of audit. The net amount still subject 
to settlement is approximately $400,000.00, this being the only unsettled 


item in a total business with the Shipping Board amounting to over 
$20,000,000.00. 

At the beginning of the year unfilled orders amounted to $18,806,397.83. 
At the close of the year unfilled orders were $10,796,684.45. 

Herewith are submitted the Balance Sheet and Income Account, 
certified by Messrs. Barrow, Wade, Guthrie & Co., Public Accountants. 
In reaching the result shown, inventories have been depreciated in the 
sum of $1,188,936.30 to adjust to cost or market value, whichever was 
lower on December 31, 1920. Of the inventories, a part amounting to 
about $5,200,000.00 consists of raw materials, work in process in the 
production of stock parts, and merchandise inventories in branch office 
store-rooms, and the remainder consists of work in progress in the execu- 
tion of firm orders. The stock of materials and parts may be subject to 
some considerable decline, and to meet such a contingency $400,000.00 has 
been added to the reserve for inventory depreciation, which reserve now 
stands at $1,000,000.00 and seems ample to cover any probable shrinkage 
in the value of this material prior to its use. 

Federal taxes have been audited by the Government and adjusted 
and settled to the end of the year of 1918. In establishing the reserve for 
Federal taxes from year to year, the practice has been followed of setting 
up a reserve in excess of the tax to be assessed as the Company’s account- 
ants have calculated it. Attention has been called from time to time to 
the uncertainties involved in the interpretation of various provisions of 
the law, but it is believed that the reserve is sufficient to take care of any 
increase in such taxes likely to be assessed by reason of any differences 
in these interpretations which may be set up by the Internal Revenue 
Department when the returns are audited. 

In addition to the regular quarterly dividends of 2 per cent., an extra 
dividend of 2 per cent. was paid on January 10, 1920, making the total 
dividends paid during the year, 10 per cent. 

In the way of development of new product, attention is called to the 
erowth of your Company’s business in the production of wrought-steel 
economizers, the use of which has been made necessary by the increasing 
pressures at which economizers are operated. In this field the Company 
has already done considerable work with marked success, and it is believed 
that this may become a staple product. 

This Company was one of the first to develop apparatus for burning 
petroleum under steam boilers. For stationary boilers, in the apparatus 
generally used, the atomization of the oil was effected by the use of steam 
through spraying nozzles. For marine use, this method was not adapted 











by reason of the wastage of steam, and in the apparatus developed for 
marine use the oil was mechanically atomized. Some very material 
advantages resulted from the use of mechanical atomization, and experi- 
ments were conducted prior to 1920 for adapting this method for use 
under stationary boilers. During 1920 the Company installed these 
burners in 9 stationary boiler plants under a total of 83 boilers with 
an aggregate of over 43,000 horse-power. With fuel oil again obtainable 
and at materially lower prices, some considerable business is likely to 
develop in furnishing this apparatus. 

During the year extensive experiments have been carried on with 
forced blast chain-grate stokers and results so far obtained are extremely 
promising. It seems probable that the development of this stoker will 
very greatly increase the field for which it is applicable. 

In the matter of housing, briefly referred to in the annual report for 
the year 1920, it was indicated that housing would of necessity have to be 
provided in Barberton to meet a condition which has become very acute. 
Instead, however, of building, as was then contemplated, it was found 
that more prompt and effective relief could be provided by purchase of 
properties ready for occupation. Accordingly, two small properties and 
one apartment house in Barberton, which were immediately available for 
use, were bought. In addition to these the Company owns seventeen cot- 
tages all occupied by our employees. It is probable that later it may be 
well to construct some additional housing in Barberton, for which pur- 
pose the land has been acquired. 

Under the Group Insurance Plan inaugurated in December, 1919, 
insurance totaling $28,838.00 was paid in 1920 upon the deaths of 24 
employees, an average of $1,202.00. Amounts paid varied from the 
minimum of $200.00 to the maximum of $3,000.00, this latter amount being 
paid in four instances. 

In the world-wide state of uncertainty and unsettled conditions it 
seems impossible to offer any intelligent forecast as to the course of busi- 
ness for the immediate future. There must come in time a change for 
the better, but there is nothing in the present situation to indicate with 
certainty just when such a change will take place. It is assuring, how- 
ever, to know that in the meantime your Company is strong in cash, owes 
no money except for its current bills, has its inventory written down to 
bottom, and has no purchase commitments. 


By ORDER OF THE Boarp Or Drirecrors, 


EK. H. WELLS, 
Chaitman. 


| 
THE BABCOCK & | 


Balance Sheet as at 


ASSETS 
CURRENT ASSETS: 


Cash in. Banke and on Hand. 0555 osc.06 i eeceiawm $2,144,328.41 
Bosoutto Beceivabies : «csi ls ceca kane eeu 8,502,167.11 
Picken BOCA: «0:6: cde eins a Ee sKes $1,172,8380.17 
Less—Notes Discounted........ 267,566.00 905,264.17 
Inventories of Raw Materials, Work Completed and 
ih PRORTOUR: Ce i oie Gos ose aw RA ee Re 6,711,880.06 
U. S. Liberty Loan Bonds (Par $3,132,500.00)..... 2,938,432.92 
Accrued Interest on Notes and Bonds............. 26,937.52 
TOTAL CURRENT ASBBTSs 6 o.oc0 ciscic oc c'ce0 0 $21,229,010.19 
INVESTMENTS: 
Stocks of Affiliated Companies..... $1,290,000.00 


Stocks and Bonds of Other Companies 850,657.91 2,140,657.91 


FIXED ASSETS: 


Real Estate and Buildings........ $4,170,480.48 
Machinery and KEquipment........ 2,696,117.08 
Dies, Patterns and Drawings...... 306,140.79 7,172,738.30 


PATENTS, ETC.: 


PORNO dae ed ceindiseanmereeades $3,851,641.82 
Papen: Wiehie.. cciaaaakaoeesks 577,520.00 4,429,161.82 


PREPAID CHARGES: 
ERIIROG, O50... . «cine he's, oh hae ndn a emia 27,907.80 


$35 ,029,476.02 


We have examined the books and records of The Babcock & Wilcox Company, and have 
prepared therefrom the foregoing Balance Sheet as at December 31, 1920. 

The current assets have been verified and in our opinion are conservatively valued. 
Inventories have been priced at cost or market which ever was the lower. 

The securities representing the Company's investments were examined by us or confirmed 
by certificates from the depository banks. 


; 
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WILCOX COMPANY 


December 31, 1920 


LIABILITIES 
CURRENT LIABILITIES AND RESERVES: 
POCOUREY PAYNE 65d6 dic ce dkda de oe le he $1,055,725.49 
Wne to Affiliated Companies... io... 06 cece cscs aes 1,071,267.49 
Partial Payments on Suspended Contracts........ 868,289.80 
Advances by Shipbuilders on Account Contracts... . 306,000.00 
Comisnnions Pawablen . 25 sic ds Ae eiekibses «te 280,837.93 
RI CUMEEROG. WORN. OEE: es coeds ow uieclidd see. 14,505.65 
Reserve for Completion of Contracts.............. 2,316,037.44 
Reserve for Inventory Depreciation.............. 1,000,000.00 
Reserve for Income and Excess Profits Taxes...... 1,785,401.47 
Reserve for Doubtful Accounts, Notes and Invest- 
INI cis eid inte x wa ele VRE New CRE ROWE Roe woes 232,857.18 
TOTAL LIABILITIES AND RESERVES.......... $8,930,922.45 
CAPITAL STOCK: 
150,000 shares of $100.00 each...... $15,000,000.00 
SURPLUS: 
Balance at January 
Ey SOee et wesass $10,390,750.11 
Net Increase for year 
OOO Sioss abas 2,207,803.46 
$12,598,553.57 
Less—Dividends.... 1,500,000.00 
Balance at December 31, 1920..... 11,098,553.57 
TOTAL CAPITAL STOCK AND SURPLUS....... 26,098,553.57 


$35,029,476.02 


Expenditures made during the year for additions to buildings, plant and machinery were 
examined by us and found to be in order. Adequate provision has been made for deprecia- 


tion of plant and machinery, and for income and excess profits taxes payable. 


In our opinion the foregoing Balance Sheet correctly sets forth the position of The 


Babcock & Wilcox Company as at December 31, 1920.+ 


BARROW, WADE, GUTHRIE & CO., 


NEW YorK, March 26, 1921. 


Auditors. 


THE BABCOCK & WILCOX COMPANY 


Profit and Loss Account for the Year Ended 


December 31, 1920 


By Gross Profit on Operations, Less Selling, Admin- 


To 


istrative and General Expenses.... 
Income from Investments........... 


Foreign Trade Royalties and Profits on Foreign 


eR 8 i 0h} * 9 Bae ARS oles aries pace eo 
Interest and Discount. .<. «66 scecees 
RO an ee are ae a ain eles 


Depreciation of Buildings, Machinery 


and Equipment at Barberton and 
BAYONNE 2.0.2 ccccesinccevcvccns 
Reduction of Inventory to Present 
Ware VGN iis k sae 0c e ewes 
Reserve for Additional Inventory 
Depreciation .....0...0cesceeses 
Loss on Sale of U. S. Government 
NEG oe a vc a<asuwns eee wee 
Reserve for Income and Excess 


Pie TERR. SL. dsawer een Dee . 


Net Prorit, Transferred to Surplus Account... 


$4,281,865.84 
326,342.09 


182,129.86 
130,299.46 
2,131.03 


$4,922,768.28 


$424 665.10 
1,138,936.30 
400,000.00 
266,363.42 


485,000.00 


2.714,964.82 


$2,207,803.46 








THE EVENING 
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